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VIA AIRMAIL

The Office of International Corporate Finance
Securities and Exchange Commission

Mail Stop 3-9

450 Fifth Street, N.'W.

Washington, D.C. 20549

US.A.

Re: Hansom Eastern (Holdings) Limited
Formerly known as Tung Fong Hung (Holdings) Limited
Information Furnished Pursuant to Rule 12g3-2(b)
under the Securities Exchange Act

Ladies and Gentlemen:

On behalf of Hansom Eastern (Holdings) Limited (the “Company”), SEC File No.
82-4152, the enclosed copies of documents are submitted to you in order to maintain the
Company’s exemption from Section 12(g) of the Securities Exchange Act of 1934 (the
“Act”) pursuant to Rule 12g3-2(b) under the Act:

§)) The Company’s announcement regarding resignation of-director , dated

January 23, 2002, published in (English version) in Hong Kong iMail and
published in (Chinese version) in Hong Kong Economic Times, both on

January 24, 2002; /
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The Company’s announcement regarding interim results for the six
months ended September 30, 2001, dated December 18, 2001, published
in (English version) in Hong Kong iMail and published in (Chinese
version) in Hong Kong Economic Times, both on December 19, 2001;

A circular regarding connected transaction, dated October §, 2001;

The Company’s interim report for the six months ended September 30,
2001;

The Company’s announcement regarding connected transaction, dated
September 17, 2001, published in (English version) in Hong Kong iMail
and published in (Chinese version) in Hong Kong Economic Times, both
on September 18, 2001; and

The Company’s announcement regarding results of the rights issue, dated
September 11, 2001, published in (English version) in Hong Kong iMail
and published in (Chinese version) in Hong Kong Economic Times, both
on September 12, 2001.

The parts of the enclosed documents that are in Chinese substantially restate the
information appearing elsewhere in English.

We would appreciate your acknowledging receipt of the foregoing by stamping
and returning the enclosed copy of this letter. A self-addressed, stamped envelope
is enclosed for your convenience.

Encl.

Very truly yours,

‘><ﬁ/7zm0“§v'k

Simon Luk

c.c. Hansom Eastern (Holdings) Limited

2 H:\dlaivadr\21843\0001\29sec.doc
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BREFUBARLE T
HANSOM EASTERN (HOLDINGS) LIMITED :
(ncorporated It the Cayman Iilands with Snited Lady)
ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30TH SEPTEMBER, 2001
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- wlih referécice to general market conditions. *
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Trastion of the Compuny and fe whaidaries : E .
nvn; l=n| Profis Tax :
- Coment perind . - -
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No provision (ov Hon. Rosg Profits Tax Bas Begn made in the fiaasclal siatemenn a1 the Orowp bad no Mazsabla
prem ‘fe3 bolh periods.

Ovorsasa tidstion s u]n.ll.:ﬂ n o raies provaidies in e xuponlve Jerisdictions,

No dividend vty plé during boits pulada .
12 lomparsbars’
“Ths caloniation of the Joud por shard b bused oo the net lass for d\.;:dnd of HKll! E!O.DOO {aln imonths toded
* 3501h September, 2000r HXY19,381,000) and on 1ha weighied average number of 1,329,343,779 (sin moaibs coded *
30D Septamber, 20001 750,280,244} ordlnary ihares tn liace u;ms for ther effect ol the Company’s tigbts Brns
~ o0 apptaved by the shureholders of the Company.ca 24th Angoat, 200!
The competailon of dlluled loss per shary bas not wsomed che umlu wd :unmdn of lhl shars options sud
warraols 1 thelr exereise uﬂ :nnuuln m!{ resftlon éu.nnu h the lows per sbarn for both pariada, ’
13 Tramhr s 204 from raerve
“The righis wlached 1o % warraats of tbe Company to subucride for ordinary shams of the Coevpary’ up!nd o8 32,
May. Zﬂzl x2d the bulance of the 'lmnl reserve of HE424," 7!‘000 hai been. !nuf:rnd to acemutuad loties
- geey i3 . .

Tte Direéion ¥ays' reiulv:d noﬂ to Euh:e an Jaterim Bividend fw lhe Hx months euded 30th September,
2001(200D: nil).

INTERIM RESULTS .. . !

For thé itx mdnthi esded 30 Seppember, 2001, net 1558 of the Giovp war HES)S million whith compared
“tavorably to the.net-Joss of HK$19.4 smillion Fecarded tn the prior.period. Loss per siare waé reduced

- down to HK1 eent, represeniing v decrease of aboot §7% az againe! the correapondlig prier period

amounl. The lo mjpmvcmcnt i respile wap Targely due ta the Groop’s sedueed Jaterest 1a Tung Fong Hong.
Investmeat Limited {“TFHI™), & lou—nnk.bu subajdlary which was 100% owzed by the Group 15 the prior
pedod. . .
'BUSINESS REVIEW AND PRUSPECTS

For the peﬂqd utder teview, the Group's operations in pharmaceutical l.nd health products and foodstuffs,

. conducted troegh TFH], facurred an overall loas of HKS 18 mililon (before minority Latcieats). Ia view of -
the fact thal sueh bunlnesics bad beea Jous-making for mady yeass, in September 2001, the Compariy
“eanovsced 138 propoasl to disposd the ramaising il‘l inxmn in TFHI fera un;ldsnuon ol HK$43.9

by the Compazy's sharcholders in O:tebu 2003 nd cnmpreu:d i’ Nov:mbu 2001, The Dlm:lori condider
that (he disposal of the remaining intereqt In TFHI is fn the beot interess of (bo Company, lnd wouid help
0. alleviate the advezse pressure on the Grdup'd foture finsoclal perforrmoce,
The Group’s Sisiness segments of financizg, seouritles and propenty all recorded p:nﬂuhh to:nlu durlng
‘the review perlod. In ylew ol these en:cun;ln mm, dditioss! Nnaacial
tp the H fog and which 168 to the § Inmll‘nuupl‘--" -lnmmd.
nrunl lnvenwu in n:utluu 10 HK:I ID.A mlmcl and HE354.4 miillop respectively by the ead of

: The 13 and bave togethot become s mors ipaifieant pest of .
e Ortsp’s businestes. .

Looking abead, the OxbuP wilf continue with Iu pollcy ofu:hmdn‘ pmﬂuhmry of the existl:
tnto 4 il

§ opersifons
de thel new

wad i) bu-lnen na. ng the geoenal con

-besiags opporimnlties will emugn both' ia Mllnhnd ud chg Kong follawiog Chind’s entry tato \kﬂ
WTD, the | will stay funu ‘on Lhese 3 new when ptirz
oppomamll lse., - .

FINANCIAL REV)IW

Liqutdlty esd Flnnxhl Resousees ’ S ’ -
A1 30th Septembes, 2001, the - ‘Group wis o anet :llh posltion o{ HK$97.7 nﬂuon comprisiag n;h 1Y
bask of HK!H! 3 mi)lion and shoft-testn beak borrowirgs of HKS2I.! milllon. The bank borrowlings
b and Were unsecured, deneminated is Hoeg Xong doliars and
. TPH] lllo had otber bomwln; of HX$51.4 lnimon which s

-bore floating commereisl Latersst
loan 2 by Its other akiarebol
The Grnp " pmpmfu Néld for reanle with carrylog valne of HX$40 million were ptedpd s undﬂu "
for « loan faciilty of HK$30 milllon a3 mentloned in the Con:puy 1 elrcuiar dm.d 26¢h July; 2001, The
toen facility was unutilized s 0t 300 Sepmnbct.?mt .
Forelgh Cerrescy. Muueﬂwt - - .

The Orobp's Mainland do o! the Proup’s businéxa et preseat
and maters! exchangs ate fisk lq nel upeclnd 'me CEup wlll d:p!uy |ppzoprhx= measnses 0 mest
elreumstaptial changes, .

Commitments
The Group-bas an outstdading commitment of KK-NS‘ $ million e xell:{on o the :aquhluu of Renan .
. Xingbang Pharmacy Limlied in Malnand, the will be met predominantly by the Oroup’s -

Anternpl finsactal tesources.
" Shareholders’ Fonds

The Oronp :bu:euhauy salsed oves HXIZZ] millios !‘ouovln' » share pl-cun:nl 1o May 2001 a0d the
complction of & tights larue tn Septembu 2001. The copitsl base of the Group haé been subsinntlally
strengthened 85 8 reinit and stood 8t HX§340.6 millien as a) 301b Septembet., 2000, Tblt equases to & nel
asset vatue pee shesé of approximately HR 17 ¢ccnte.

EMPLOYEES AND REMUN'ERATION POLICIES

Ths Group has aboit 30 einploy Inc o dlru:tnn, of the dispasal of the *
rersining Intefest In TPHL The Gsoup remunceates {1s mplcycﬂ bncd on their work performance and

?‘U'RCBASI:, SALR AND REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the period; nelther the Complny ror u:y of ite subsidiaries purchased, vold or red d any of the
Company's Jlsted socusitles, .

PUBLICATION OF mTERIM RESULTS ON THE WEBSITE OF THR STOCK EXCHANGE'

A detailed. results All the Inf \ap teghired ry ;uhgnphx 46(1) 10 45(6) of
Appendlx 16 of (ha Rules Gavering the Uldnl m’ixurldn on the Stock Exchange will be publilb:d oa
e wgballe ol the Stock Bxchasge ih due course.

R By Order of the Baard
Hnmm B.nlevn {HoldIngs)- Iimlted
- Kwang Wal Tim, Wililam
o Managing Direcior
Hong Xoog, {8th Deceimber, 2001
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt about this circular or as to the action to be taken, you should consult your stockbroker
or other registered dealer in securities, banK manager, solicitor, professional accountant or other professional
adviser. -—

If you have sold or transferred all your shares in Hansom Eastern (Holdings) Limited, you should at once hand
this circular with the enclosed form of proxy to the purchaser or transferee or to the bank, stockbroker or other
agent through whom the sale or transfer was effected for transmission to the purchaser or the transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

R EFERERRE
HANSOM EASTERN (HOLDINGS) LIMITE

(Incorporated in the Cayman Islands with limited liability)

CONNECTED TRANSACTION
EXERCISE OF THE PUT OPTION

Independent Financial Adviser to the Independent Board Committee

PACIFIC CHALLENGE
Pacific Challenge Capital Limited

A letter from the board of directors of Hansom Eastern (Holdings) Limited is set out on pages 3 to 6 of this
circular. A letter from the independent board committee of Hansom Eastern (Holdings) Limited is set out on page
7 of this circular. A letter from Pacific Challenge Capital Limited, the independent financial adviser to the
independent board committee, is set out on pages 8 to 18 of this circular.

A notice convening an extraordinary general meeting of Hansom Eastern (Holdings) Limited to be held on
Tuesday, 30th October, 2001 at Banquet Room 9, City Garden Hotel, 9 City Garden Road, North Point, Hong
Kong at 9:00 a.m. is set out on pages 22 to 23 of this circular. Whether or not shareholders are able to attend the
extraordinary general meeting, they are requested to complete and return the enclesed form of proxy in
accordance with the instructions printed thereon to the share registrars of Hansom Eastern (Holdings) Limited,
Secretaries Limited at Sth Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong as soon as possible
but in any event not less than 48 hours before the time appointed for holding the exiraordinary general meeting.
Completion and return of the form of proxy will not preclude shareholders from attending and voting in person
at the extraordinary general meeting or any adjourned meeting should they so wish.

8th Ociober, 2001

L
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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions have the following

.

meanings:
“associate(s)”
“Board”

“business day”

“Company”

“Directors”

“EGM"

“Group”
“Hong Kong”

“Independent Board Committee”

“Latest Practicable Date”

“Listing Rules”

' “Mainland Talent”

”

“Option Agreement

“Option Price”

“Pacific Challenge”

the meaning ascribed to it in the Listing Rules
the board of Directors

a day (other than Saturdays) on which banks are generally
open in Hong Kong

Hansom Eastern (Holdings) Limited, 2 company incorporated
in the Cayman Islands with limited liability, the Shares of
which are listed on the Stock Exchange

the directors of the Company

the extraordinary general meeting of the Company to be held
on Tuesday, 30th October, 2001 at Banquet Room 9, City
Garden Hotel, 9 City Garden Road, North Point, Hong Kong,
at 9:00 a.m., notice of which is set out on pages 22 to 23 of
this circular '

the Company and its subsidiaries
the Hong Kong Special Administrative Region of the PRC

an independent committee of the Board comprising of
Mr. Lam Ping Cheung and Mr. Kwong Kai Sing, Benny

5th October, 2001, being the latest practicable date prior to
the printing of this circular for ascertaining certain
information contained herein

the Rules Governing the Listing of Securities on the Stock
Exchange

Mainland Talent Developments Limited, a
incorporated in the British Virgin Islands with limited
Liability

company

a share purchase and option agreement dated 10th November,
2000 made between the Company and See Ying whereby, inter
alia, See Ying granted the Put Option to the Company

the sum of HK$45,900,000

Pacific Challenge Capital Limited, an investment adviser
registered under the Securities Ordinance (Chapter 333 of the
Laws of Hong Kong}




DEFINITIONS

uPch

“Put Option”

“SDI Ordinance”

“See Ying”

“Share(s)”
“Shareholder(s)”
“Stock Exchange”

“substantial shareholder’

“TFHI”

uHK$H

“RMB"

the People's Republic of China

an option granted by See Ying to the Company to require See
Ying to purchase 5,100 shares representing 51% of the issued
share capital of TFHI within a period of two years from the
date of ‘the Option Agreement

Securities (Discloshre of Interests) Ordinance (Chapter 396 of
the Laws of Hong Kong)

See Ying Limited, a company incorporated in the British
Virgin Islands with limited liability and beneficially owns
49% of TFHI '

share(s) of HK$0.01 each in the share capital of thé Company
holder(s) of the Share(s)

The Stock Exchange of Hong Kong Limited

the meaning ascribed to it in the Listing Rules

Tung Fong Hung Investment Limited, a company incorporated
in the British Virgin Islands with limited liability and
beneficially owned by the Company and See Ying as to 51%
and 49% respectively

Hong Kong dollar, the lawful currency of Hong Kong

Renminbi, the lawful currency of the PRC
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BREFBREMRLE
HANSOM EASTERN (HOLDINGS) LIMITED

(Incorporated in the Cayman Islands with limired liability)

Executive Directors Registered office:

Mr. Kwong Wai Tim, William (Managing Director) P.O. Box 309

Ms. Yau Shum Tek, Cindy George Town

Mr. Lai Ming Wai Grand Cayman

Mr. Terrence Lai : Cayman Islands
Mr. Wang Chun Lin British West Indies

Mr. Zhang Ming Yu

Independent Non-executive Direcrors Principal place of business
Mr. Lam Ping Cheung in Hong Kong:
Mr. Kweng Kai Sing, Benny Suite 2601-2603

26/F., China Resources Building
26 Harbour Road, Wanchai
Hong Kong

8th October, 2001

To the Shareholders
Dear Sir/Madam,

CONNECTED TRANSACTION

INTRODUCTION

It was announced by the Company on 17th September, 2001 that the Company had served a notice of
exercise of the Put Option on See Ying pursuant to the Option Agreement requiring See Ying to
purchase 5,100 shares representing 51% of the issued share capital of TFHI at the Option Price.

As at the Latest Practicable Date, See Ying beneficially owned 49% of TFHI, while the remaining 51%
_ beneficial interest in TEHI was held by the Company. Therefore, the exercise of the Put Option
constitutes a connected transaction for the Company under Chapter 14 of the Listing Rules.

The Independent Board Committee has been formed to consider the exercise of the Put Option and to
make a recommendation to the Shareholders in relation thereto. The Independent Board Committee
comprises of Mr. Lam Ping Cheung and Mr. Kwong Kai Sing, Benny, the independent non-executive
Directors.
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Pacific Challenge has been appointed as the independent financial adviser to ad‘v-i‘s_e the Independent

Board Committee in relation to the exercise of the Put Option.
EXERCISE OF THE PUT OPTION

On 17th September, 2001, the Company served a notice of exercise of the Put Option on See Ying
pursuant to the Option Agreement requiring See Ying to purchase 5,100 shares representing 51% of
the issued share capital of TFHI at the Option Price. The Option Price was negotiated on an arm’s
length basis at the time of entering into of the Option Agreement. e

The exercise of the Put Option is conditional upon approval by Shareholders at the EGM. Completion
of the exercise of the Put Option will take place on the third business day after the satisfaction of this
condition.

REASONS FOR THE TRANSACTION

The exercise of the Put Option allows the Company to realise its remaining interest in TFHI, which
is the holding company of a loss-making group principally engaged in the business of Chinese
medicine, health products, foodstuffs, pharmaceutical products and internet business.

The proceeds from the realisation will be used for general working capital purpose. The Company does
not currently have any specific plans for the use of the proceeds.

The Directors are of the view that the exercise of the Put Option is in the best interest of the Group
and is fair and reasonable so far as the Shareholders are concerned.

GENERAL

The consolidated net tangible asset value of TFHI was approximately HK$63.9 million as shown in
its unaudited management accounts for the year ended 31st March, 2001.

The proforma combined audited net foss before and after taxation and extraordinary items of TFHI for
the year ended 31st March, 1999 was approximately HK$19 million and HK$18.9 million respectively.

The proforma combined audited net loss before and after taxation and extraordinary items of TFHI for
the year ended 31st March, 2000 was approximately HK$49.8 million and HK$37 million respectively.

See Ying at present holds 4,900 shares representing 49% of the issued share capital of TFHI and is
a substantial shareholder of TFHI, a subsidiary of the Company. Therefore, the exercise of the Put
Option constitutes a connected transaction for the Company under Chapter 14 of the Listing Rules. In
the event that See Ying and/or any of its associates holds any Shares, See Ying and those associates
will abstain from voting at the EGM.
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TFHI is the intermediate holding company of the Company’s subsidiaries princ_ip‘ally engaged in the
business of Chinese medicine, health products, foodstuff, pharmaceutical products and internet
business.

At present, the Company and its subsidiaries are principally engaged in retailing and wholesaling of
Chinese medicine, health products and foodstuff, manufacture and sale of pharmaceutical products,
securities investments, property investments, provision of finance and investment holding.

PRO FORMA STATEMENT OF UNAUDITED ADJUSTED NET ASSET VALUE OF THE
GROUP

The following is the pro forma statement of unaudited adjusted net asset value of the Group after
taking into account the completion of the exercise of the Put Option. It is based on the audited
financial statements of the Group as at 31st March, 2001 adjusted to reflect the exercise of the Put
Option and certain adjustments since 31st March, 2001:

HK$'000 HK$'000

Audited net asset value of the Group as at 3[st March, 2001 of approximately 333,300

Add: Net proceeds raised from the placement of 173,118,000 new Shares in
May 2001 of approximately 20,000

Add: Net proceeds raised from the rights issue of 2,077,416,030 new Shares in
September 2001 of approximately 201,000

Unaudited adjusted net asset value of the Group immediately before
the completion of the exercise of the Put Option of approximately : 554,800

Add: Adjustment on the exercise of the Put Option:
Proceeds to be received from the exercise of the Put Option 45,900
Unaudited consolidated net asset value of TFHI attributable to the 51%

beneficial interest in TFHI owned by the Group of approximately (32,600)

Proceeds to be received from the exercise of the Put Option in excess of
the unaudited consolidated net asset value of TFHI as at 31st March,
2001 attributable to the 51% beneficial interest in TFHI owned by
the Group of approximately 13,300

Unaudited adjusted net asset value of the Group after the completion of
the exercise of the Put Option of approximately 568,100

Unaudited adjusted net asset value per Share based on 3,116,124,045 Shares in
issue as at the Latest Practicable Date of approximately HK$0.182
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- EXTRAORDINARY GENERAL MEETING

The notice of the EGM is set out on pages 22 to.23 of this circular. A form of proxy for use at the
EGM is enclosed. Whether or not Shareholders are able to attend the EGM in person, they are
requested to complete and return the accompanying form of proxy in accordance with the instructions
printed thereon as soon as possible but in any event not later than 48 hours before the time appointed
for the holding of the EGM. Completion and return of the form of proxy will not preclude
Shareholders from attending and voting at the EGM or any adjournment thereof in person if they so

wish. .

Pursuant to the Listing Rules, the exercise of the Put Option constitutes a connected transaction for
the Company and requires approval by the Shareholders. See Ying and its associates, if they hold any
Shares, will abstain from voting on the ordinary resolution to be proposed to approve the exercise of
the Put Option at the EGM.

RECOMMENDATION

As set out in its letter to the Shareholders, based on the advice of Pacific Challenge, the Independent
Board Committee is of the view that the exercise of the Put Option is fair and reasonable so far as the
Shareholders are concerned and recommends the Shareholders (other than See Ying and/or its
associates to the extent that it/they hold(s) any Shares) to vote in favour of the resolution to be

proposed to approve the exercise of the Put Option at the EGM.
ADDITIONAL INFORMATION

Your attention is also drawn to the letter from the Independent Board Committee, the letter from
Pacific Challenge, the notice of the EGM and the general information set out in the appendix to this

circular.

By Order of the Board
‘Hansom Eastern (Holdings) Limited
Kwong Wai Tim, William '
Managing Director
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——

—

CRRFERE B E
HANSOM EASTERN (HOLDINGS) LIMITED

(Incorporated in the Cayman Islands with limited liability)
8th October, 2001
fa the Shareholders
Dear Sir or Madam,

CONNECTED TRANSACTION

We refer to the circular dated 8th October, 2001 of Hansom Eastern (Holdings) Limited (the
“Circular”), of which this letter forms part. Terms defined in the Circular bear the same meanings

herein unless the context otherwise requires.

We have been appointed to constitute the Independent Board Committee to make a recommendation

to the Shareholders in relation to the exercise of the Put Option.

We wish to draw your attention to the letter from the Board, as set out on pages 3 to 6 of the Circular,
which provides details of the exercise of the Put Option. Your attention is also drawn to the letter from
Pacific Challenge to the Independent Board Committee which contains its advice in respect of the
exercise of the Put Option, as set cut on pages 8 to 18 of the Circular.

Having considered, amongst other things, the principal factors and reasons considered by, and the
recommendations of, Pacific Challenge as stated in its aforementioned letter of advice, the
Independent Board Committee concurs with the views of Pacific Challenge that the exercise of the Put
Option is fair and reasonable so far as the Shareholders are concerned. Accordingly, the Independent
Board Committee recommends the Shareholders (other than See Ying and/or its associates to the
extent that it/they hold(s) any Shares) to vote in favour of the resolution to be proposed at the EGM
to approve the exercise of the Put Option.

Yours faithfully,
For and on behalf of
Independent Board Committee
Lam Ping Cheung and Kwong Kai Sing, Benny
Independent Non-executive Directors
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The followmg is the text of the letter from Pacific Challenge, prepared for the purpose of
mcorporanon in this circular, in connection with its advice to the Independent Board Committee in
relation to the exercise of the Pur Option.

PACIFIC CHALLENGE PACIFIC CHALLENGE CAPITAL LIMITED

2201-3, 22ND FLOOR, WORLDWIDE HOUSE
19 DES VOEUX ROAD, CENTRAL, HONG KONG
TEL : (852) 2868 2828

FAX :(852) 2868 0390

8th October, 2001

The Independent Board Committee
Hansom Eastern (Holdings) Limited
Suite 2601-2603

26/F., China Resources Building

26 Harbour Road, Wanchai

Hong Kong

Dear Sirs,

CONNECTED TRANSACTION

'INTRODUCTION

We refer to the announcement (the “Announcement”) made by Hansem Eastern (Holdings) Limited
(the “Company™) dated 17th September, 2001 in relation to a connected transaction which involves the
exercise of a put option by the Company requiring See Ying Limited (“See Ying”), who is a substantial
shareholder of Tung Fong Hung Investment Limited (“TFHI") and beneficially owns 49% of TFHI as
at the date of the Announcement, to acquire the Company’s remaining 51% beneficial interest in TFHI
(the “Put Option”). Capitalised terms used in this letter shall have the same meanings ascribed to them
in the circular dated 8th October, 2001 (the “Circular”) of which this letter forms part unless the
context otherwise requires.

Details of the terms and conditions of the Put Option and the exercise thereof are set out in the letter
from the Board on pages 3 to 6 of the Circular. The exercise of the Put Option is conditional upon the
approval by the Sharehoiders at the EGM, in which to the extent where See Ying and/or any of its
associates hold(s) any Shares, See Ying and/or its associates shall abstain from voting in relation to
the resolution to be proposed at the EGM to consider and, if thought fit, approve the exercise of the
Put Option. The Independent Board Committee comprising Messrs Lam Ping Cheung and Kwong Kai
Sing, Benny, being independent non-executive Directors, has been established to advise the
Shareholders in relation to the exercise of the Put Option. We, Pacific Challenge, have been appointed
by the Company to advise the Independent Board Committee in relation to the resolution to be
proposed at the EGM to consider and, if thought fit, approve the exercise of the Put Option by the

— 8 —
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Company. This letter contains our advice ta the Independent Board Committee as to whether or not
the exercise of the Put Option is in the interests of the Company and the Shareholders and is fair and
reasonable so far as the Sharcholders are concerned.

In formulating our opinion and recommendation, we have relied on the accuracy of the information
and representations contained in the Circular which have beén provided to us by the Directors and
which the Directors consider to be complete and relevant. We have also assumed that ail statements,
information and representations made or referred to in the Circular were true and correct in all respects
at the time they were made and continued to be true and correct in all respects as at the Latest
Practicable Date. We have also assumed that all statements of belief, opinion and intention made by
the Directors in the Circular are reasonably made after due and careful enquiry and are based on
honestly-held opinions. We have no reason to doubt the truth, accuracy and completeness of the
information and representation provided to us by the Directors and we have been advised by the
Directors that no material facts have been omitted from the information and representations provided
in and referred to in the Circular. We consider that we have received sufficient information to enable
us to reach an informed view and to justify our reliance on the accuracy of the information and
representations contained in the Circular and to provide a reasonable basis for our recommendation.
We have no reason to suspect that any material information has been withheld by the Company. We
have not, however, carried out any independent verification of the information provided to us by the
Directors, nor have we conducted an independent in-depth investigation into the business and affairs
of the Group.

In formulating our opinion and recommendation, we have not considered the taxation implication on
the Shareholders as a result of the approval of the exercise of the Put Option by the Company, since
these are particular to the individual circumstances of any Shareholder. It is emphasized that we will
not accept responsibility for émy tax effects on or liabilities of any person resulting from the approval
by thc_Shareholders of the exercise of the Put Option by the Company, and any Shareholder who is
in any doubt about his/her own tax position should consult his/her own professional adviser(s).

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our recommendation in relation to the exercise of the Put Option by the Company, we
have taken into consideration the following principal factors and reasons:

1. . The exercise of the Put Option

As referred-to in the Company’s announcement dated 17th September, 2001, the Company had on 10th
November, 2000- entered into an agreement with See Ying pursuant to which (i) the Company agreed
to sell its 49% beneficial interest in TFHI for an aggregate consideration of HK$44.1 million; and (ii)
See Ying had also granted to the Company the Put Option under which the Company has the right to
require See Ying to acquire the Company’s remaining 51% beneficial interest in TFHI at an aggregate
consideration of HK$45.9 million at any time during a period of two years commencing from 10th
November, 2000. :
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We have reviewed the joint announcement dated 10th November, 2000 which was issued by, inter alia,
the Company (the “Joint Announcement”), from which we noted that the aggregate consideration of
HK$44.1 million payable by See Ying for the Company’s 49% beneficial interest in TFHI and the
aggregate consideration of HK$45.9 million payable by See Ying for the Company’s remaining 51%
beneficial interest in TFHI (in the event the Company exercises the Put Option) were both determined
on the basis of an agreed consolidated net asset value of TFHI of HK$90 million. We were further
informed by the Directors that the abovementioned considerations were agreed between the Company
and See Ying after arm’s length negotiations between the parties.

As referred to in the Joint Announcement, the aggregate consideration of HK$44.1 million payable by
See Ying for the Company's 49% beneficial interest in TFHI was approximately 5.3% lower than the
proforma unaudited consolidated net assets of TFHI as at 6th November, 2000 of approximately
HK$46.55 million which was attributable to such 49% beneficial interest. In other words, we consider
that the proforma unaudited consolidated net assets of TFHI, as represented by the entire issued share
capital of TFHI, as at 6th November, 2000 amounted to approximately HK$95 million. In this regard,
we have been made available from the Directors the unaudited consolidated management accounts of
TFHI as at 31st March, 2001 (being the latest accounting reference date to which the Company’s
consolidated financial statements were published) and we noted that the unaudited consolidated net
asset value of TFHI as at 31st March, 2001 amounted to approximately HK$63.9 million. We consider
that, based on the net assets position of TFHI as at 31st March, 2001 and assuming that the Put Option
had not been granted by See Ying to the Company under its existing terms and conditions, the
aggregate consideration falling to be payable by See Ying to the Company in respect of the Company’s
‘remaining 51% beneficial interest in TFHI would have been approximately HK$32.6 million. We noted
that the aggregate consideration of HK$45.9 million payable by See Ying for the Company’s
remaining 51% beneficial interest in TFHI, on completion of the Put Option, represents a premium of
approximately 40.8% over and above the aforementioned aggregate consideration which the Company
would otherwise have received in the absence of the Put Option arrangement. Therefore, we consider
that the Company would benefit from being able to receive a cash consideration from See Ying which
represents a premium over and above the amount which the Company would otherwise be able to
receive based on the prevailing net asset value of TFHI and in the absence of the Put Option

arrangement.
2.  Financial results of TFHI

As referred to in the letter from the Board as set out on pages 3 to 6 of the Circular, TFHI is the
intermediate holding company of the Company’s subsidiaries which are principally engaged in the
business of Chinese medicine, health products, foodstuff, pharmaceutical products and internet
business. At present, the Company and its subsidiaries are principally engaged in retailing and
wholesaling of Chinese medicine, health products and foodstuff, manufacture and sale of
pharmaceutical - products, securities investments, property investments, provision of finance and

investment holding.

— 10 —
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Set out below is a summary of the audited financial results of the Group and TFHI for each of the three
years ended 31st March, 2001:

For the year ended 31st March,

1999 2000 2001
Group’s turnover (HK$ million) 612.9 315.4 319.8
Turnover of TFHI (HK$ million) 299.0 _ 297.4 300.7
(Note 1) (Note 1) {(Note 2)
% weighting of the Group’s turnover
attributable to TFHI 48.8% 94.3% 94.0%
Group's loss after taxation but before .
minority interests (HK$ million) 268.2 189.3 49.6
Net loss after taxation of TFHI 18.9 37.0 61.1
(HKS$ million) . (Note 1) (Note 1) (Note 2)
% weighting of the Group’s loss after
taxation (but before minority
interests) attributable to TFHI 7.0% 19.5% 123.2%

Notes:
l. Based on the proferma combined audited resuits of TFHI and the relevant subsidiaries held by TFHL

2. Based on the unaudited consolidated management accounts of TFHI.

Based on the above financial summary, we noted that TFHI had been loss-making in each of the three
years ended 31st March, 2001 and that the net loss after taxation of TFHI, as well as the weighting
of TFHI's loss after taxation as a percentage of the Group’s overall net loss after taxation (but before
minority interests), had gradually increased during such three year period. We have discussed with the
Directors and were given to understand that the main reasons which accounted for the continued
operating losses for TFHI are the increased distribution costs and lowered profit margins due to keen
market competition, despite the fact that the Company had closed down a number of unprofitable
outlets and concessionary counters of TFHI in Hong Kong during the year ended 31st March, 2001.
We concur with the Directors’ view that given the prevailing sluggish retail market and the poor
economic outlook in Hong Kong, the overall business and operating environment for TFHI is expected
to remain difficult. Therefore, we consider that the exercise of the Put Option by the Company would
enable the Group to dispose of a loss-making business, being that of TFHI, whose net losses
represented an increasingly significant proportion of the Group’s net losses after taxation (but before
minority interests) during the three year period ended 31st March, 2001. In this regard, we wish to
emphasize that notwithstanding the fact that the TFHI's turnover and net losses represented an
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increasingly significant proportion of the Group’s turnover and net losses after taxation (but before
minority interests items) during the three year period ended 31st March, 2001 as referred to above,
we consider that the Group would continue to maintain a sufficient level of business operations after
the Company’s disposal of the remaining 51% beneficial interest in TFHI under the Put Option as
referred to in the sub-paragraph headed “Sufficiency of the Group’s level of business operations after
the completion of its disposal of the remaining 51% beneficial interest in TFHI under the Put Option”
below, which we consider would enable the Company to comply with the relevant requirement of the
Listing Rules for the purpose of warranting the continued listing of the Company on the Stock
Exchange. Furthermore, we noted that as referred to in the Company’s annual report and accounts for
the year ended 31st March, 2001, the Directors have taken steps to rationalize the Group’s assets
portfolio with a view to enhance the Group’s financial performance and we are of the view that the
Company’s disposal of its remaining 51% beneficial interest in TFHI under the Put Option supports
this objective.

Therefore, in view of the above, we consider that the Company’s disposal of its remaining 51%
beneficial interest in TFHI by exercising the Put Option to be in line with the Company’s assets
rationalization policy and is in the interests of the Company and the Shareholders.

3.  Use of proceeds

The cash proceeds to be derived by the Compaay from the disposal of its remaining 51% beneficial
interest in TFHI pursuant to the Company’s exercise of the Put Option is HK$45.9 million. Such cash
proceeds would be used for the Group’s general working capital purposes and, in this regard, we were
informed by the Directors that the Company does not currently have any specific plans for the use of
such proceeds.

We have reviewed the Company’s consolidated financial statements for the year ended 31st March,
2001 (being the latest accounting reference date to which the Company’s consolidated financial
statements were published) and we noted that, as at 31st March, 2001, the Group had (i) aggregate
cash balances of approximately HK$37.3 million; and (ii) aggregate short term bank and other
borrowings of approximately HK$36.8 million which, based on the Company’s consolidated net assets
of approximately HK$333.8 million, represents a debt equity ratio of approximately 11%.
Fhrthermore, we noted that after the change of the Company’s major shareholding in November 2000,
(i) in January 2001, the Group entered into conditional agreements to acquire the entire equity interest
of Henan Xingbang Pharmacy Limited, which is a company principally engaged in the manufacture,
processing, sale and export of traditional Chinese medicine in the PRC, for a cash consideration of
approximately HK$136.7 million; and (ii)} in March 2001, the Group entered into a conditional
agreement to acquire equity interests in a financial services group which is principally engaged in
securities brokerage and corporate finance services in Hong Kong, for a cash consideration of HK$50
million and in which the Company has now a resultant approximately 17.2% interest as at the Latest
Practicable Date. We were informed by the Directors that the above acquisitions would enable the
Group to diversify its business and assets portfolic and, in the case of the Company’s acquisition of
Henan Xingbang Pharmacy Limited, to expand its business interests in the PRC . We concur with the
Directors’ view in this regard, as we consider that the above acquisitions would capitalize on new
business opportunities which may be offered to Hong Kong and the PRC markets in view of the
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forthcoming entry of the PRC into the World Trade Organization. We also concur with the Directors’
view that the Company would require to maintain sufficient level of funding reserves for the purpose
of financing its working capital requirements, particularly in relation to the new acquisitions as

referred to above.

Although we noted that the Group had successfully raised net proceeds of (i) approximately HK$20
million from a placement of approximately 173.1 million new shares in May 2001; and (ii)
approximately HK$201 million from a rights issue of approximately 2,077.4 million new shares which
was completed in September 2001, however, we were informed by the Directors that the Group intends
to maintain an adequate level of funds which would enable it to finance its future acquisitions of
investment opportunities (as and when suitable opportunities arise} as well as to support the Group’s
ongoing working capital requirement. We concur with the Directors’ view in this regard, especially in
view of the currently poor stock market sentiment in Hong Kong which would render equity
fund-raising activities to be increasingly difficult. Furthermore, we are of the view that the Company’s
disposal of its remaining S1% beneficial interest in TFHI under the Put Option would enable the Group
to seize the first available opportunity to dispose of an unprofitable business and to raise funds for the

purposes as referred to above.
4.  Financial effects on the Company
On the financial results of the Company

As referred to in the paragraph headed “Financial results of TFHI” above, we consider that the
disposal of the Company’s remaining 51% beneficial interest in TFHI would enable the Group to
dispose of a [oss-making business, such as that of TFHI, whose net losses represented an increasingly
significant proportion of the Group’s net losses after taxation (but before minority interests) during
the three year period ended 31st March, 2001. We consider that this would have the effect of
alleviating the adverse pressure on the Group’s financial results, as we were informed by the Directors
about their views that the market conditions in Hong Kong for the business of Chinese medicine,
health products, foodstuff, pharmacc'utical products and internet business have become increasingly
competitive and difficult, and that prospects of a turnaround in TFHI's financial results are unlikely
in view of the weak economic outlook and its impact on the Hong Kong retail sector at large.

We were informed by the Directors that, based on the unaudited consolidated net asset value of TFHI
as at 31st March, 2001 of approximately HK$63.9 million, the Company would realize a net gain on
the disposal of its remaining 51% beneficial interest in TFHI of approximately HK$17.2 million,
which is considered by the Directors to be accounted for in the Group’s results for the year ending
31st March, 2002. In view of the continuing loss-making feature of the Group for the past three years
ended 31st March, 2001 as referred to in the paragraph headed “Financial results of TFHI” above, we
consider that the recognition of a gain on disposal of the Company’s remaining 51% beneficial interest
in TFHI would help improve the results of the Group as a whole.
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As referred to in the letter from the Board as set out on pages 3 to 6 of the Circular, the resultant
proforma unaudited adjusted consolidated net tangible asset value of the Company after the
completion of its disposal of the remaining 51% beneficial interest in TFHI would be approximately
HK$568.1 million, which is equivalent to a proforma unaudited adjusted consolidated net tangible
asset value of approximately HK$0.182 per Share. This represents an increase in the net assets
position of the Company by approximately 2% when compared with the Company’s proforma
unaudited adjusted consolidated net tangible asset value of approximately HK$554.8 million, or
approximately HK$0.178 per Share, before the Company’s disposal of its remaining 51% beneficial
interest in TFHI.

Based on the foregoing, we consider that the Company’s disposal of its remaining 51% beneficial
interest in TFHI through the exercise of the Put Option by the Company would have the effect of
strengthening the Company’s net assets backing, which we consider to be in the interests of the
Company and the Shareholders as a whole.

On gearing of the Company

As referred to in the paragraph headed “Use of proceeds” above, the Company had, as at 31st March,
2001, aggregate short term bank and other borrowings of approximately HK$36.8 million. We were
informed by the Directors that out of such aggregate short term bank and other borrowings,
" approximately HK$23.5 million relates to the bank and other borrowings of TFHI.

Based on (i) the Company’s proforma unaudited adjusted consolidated net tangible asset value of
approximately HK$554.8 million before the Company’s disposal of its remaining 51% beneficial
interest in TFHI through the exercise of the Put Option; and (ii) the Company’s aggregate short term
bank and other borrowings of approximately HK$36.8 million, the Company had a proforma gearing
ratio of approximately 6.6%. However, based on (i) the Company’s resultant proforma unaudited
adjusted consolidated net tangible asset value of approximately HK$568.1 million after the
Company's disposal of its remaining 51% beneficial interest in TFHI through the exercise of the Put
Opticn; and (ii) the Company’s resultant aggregate short term bank and other borrowings of
approximately HK$13.3 million, the Company would have a resultant proforma gearing ratio of
approximately 2.3%. We therefore consider that the Company’s disposal of its remaining 51%
beneficial interest in TFHI through the exercise of the Put Option would have the effect of improving
the overall gearing level of the Group.

5.  Sufficiency of the Group's level of business operations after the completion of its dispesal of
the remaining 51% beneficial interest in TFHI under the Put Option

We have enquired with the Directors and were informed by them that they are aware of the Company’s
obligation to continue to comply with the requirement of Rule 38 of Appendix 7 Part B of the Listing
Rules, being the Listing Agreement to which the Company is subject, as a result of the Company’s
disposal of the remaining 51% beneficial interest in TFHI under the Put Option.
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In this regard, we noted that after the Company’s disposal of the remaining 51% beneficial interest in
TFHI under the Put Option, the Group’s principal businesses would comprise (i) property investments;
(ii) provision of financing services; and (iii) securities investments. In addition, we noted that the
Company entered into conditional agreements in January 2001 to acquire (iv) the entire issued share
capital of Henan Xingbang Pharmacy Limited, a company principally engaged in the manufacture,
processing, sale and export of traditional Chinese medicine in the PRC, and a conditional agreement
in March 2001 to acquire (v) an equity interest in a financial services group principally engaged in
securities brokerage and corporate finance services in Hong Kong in which the Company now owns
an approximately 17.2% interest. As referred to in the Company’s annual report and accounts for the
past three years ended 31st March, 2001, the Company’s business operations under (i), (ii) and (iii) -
above have been in operation during such three-year period and we have further enquired with the
Directors about the contribution of the Company’s business operations under (iv) and (v) above
towards the financial results of the Group on a proforma basis. These are summarized as fellows:-

(a) Contribution of the Group’s existing business operations towards the Group’s turnover
(in HK$’°000)

Company’s business
P

) (ii) (iii) Total
Year ended 31st March,
1999 (note 1) 8,833 43,481 5,072 57,386
As a percentage of the Group’s total turnover
during that year 9.36%
2000 (note 1) 6,862 10,478 654 17,994
As a percentage of the Group’s total turnover
during that year 5.70%
2001 (nore 1) 2,123 4,830 12,139 19,092
As a percentage of the Group’s total turnover
during that year 5.97%
— 15 —




LETTER FROM PACIFIC CHALLENGE

(b) Contribution of the Group’s existing business operations towards tH€ Group’s operating

(©)

loss (figures in brackets denote operatiag losses) (in HK$'000)

Company’s business

@) (i) (iii) Total

Year ended 31st March,
1999 (note 1) 4,852 (106,568) (4,462) (106,178)
As a percentage of the Group’s total operating

loss during that year : SIRRL 42.73%
2000 (rzoz‘é 1) 2,661 (1,986) (62,804) (62,129)
As a percentage of the Group’s total operating

loss during that year ) 32.46%
2001 (note 1) (2,969) 20,695 (16,905) 821
As a percentage of the Group’s total operating

loss during that year n/a
Note 1. As extracted from the Company's annual report and accounts for the relevant financial year.

n/a  For the year ended 31st March, 2001, items (1}, (ii) and (iii) of the Company’s businesses generated
an aggregate operating profit of approximately HK$821,000 whilst the Group reported an overall
operating loss of approximately HK$132,231,000 for the year then ended, in respect of which we

were informed by the Directors to be largely attributable to the business operations of TFHI.
Financial performance of the Group’s new businesses

We have enquired with the Directors about the Group’s new business operations under (iv)
and (v) above, being the Group’s intended new investment in the entire issued share capital
of Henan Xingbang Pharmacy Limited and the Group's investment in an approximately
17.2% interest in a financial services group principally engaged in securities brokerage and
corporate finance services in Hong Kong. We were informed by the Directors that according
to the unaudited financial accounts of Henan Xingbang Pharmacy Limited for the period
commencing from its date of incorporation (being 29th February, 2000) to 31st December,
2000, its turnover and net profit were approximately RMB 7,937,000 (equivalent to
approximately HK$7,418,000) and RMB 1,890,000 (equivalent to approximately
HKS$1,767,000), respectively. Although the business operations of both TFHI and Henan
Xingbang Pharmacy Limited are related to Chinese medicine products, however, we noted
that there are certain differences between the two operations, in that (i) TFHI had recorded
increasing net losses after taxation during the three years ended 31st March, 2001 whilst

‘Henan Xingbang Pharmacy Limited recorded an unaudited net profit of approximately

RMB 1,890,000 (equivalent to approximately HK$1,767,000) for the period commencing
from its date of incorporation (being 29th February, 2000) to 31st December, 2000 as
referred to above; and (ii) we were informed by the Directors that TFHI has a major market
presence in the retail market sector in Hong Kong whilst Henan Xingbang Pharmacy
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Limited has predominantly market presence in the PRC. Furthermore, we were informed by
thé Directors that Henan Xingbang Pharmacy Limited had an unaudited net asset value of
approximately RMB104,360,000 (equivalent to approximately HK$97,533,000) as at 31st
December, 2000 and manufactures and distributes a number of pharmaceutical products to
a portfolio of customers in the PRC. On the other hand, according to the audited financial
accounts of the financial services group for the nine months ended 31st December, 2000,
the turnover and loss after taxation attributable to the Group were approximately
HK$6,998,000 and HK$13,627,000, respectively. Based on these figures, the aggregate
turnover and net operating loss attributable to the Group, on a proforma basis, to be
contributed by investments (iv) and (v) above amounted to approximately HK$14,416,000
and HK$11,860,000, respectively. As a reference, these figures represent approximately
4.5% and 23.9% of the Group’s total turnover and loss after taxation but before minority
interests for the year ended 31st March, 2001, respectively.

In relation to the Group's new investment in the financial services group under (v) above,
we noted that the Group derived an attributable operating loss therefrom for the nine
months ended 31st December, 2000. In this regard, we are unable to comment on the
financial performance of such financial services group in future years, but we would wish
to draw the attention of the Shareholders to the possibility of any downside risk to the
interests of the Company and the Shareholders in the event where any part of the proceeds
of disposal to be derived by the Company from the exercise of the Put Option, which is
intended to be used for the Group’s general working capital purposes as referred to in the
sub-paragraph headed “Use of proceeds” above, may be allocated to fund the operations of
the financial services group.

As referred to above, we noted that the Company’s disposal of the remaining 51% beneficial interest
in TFHI under the Put Option would effectively enable the Group to dispose of a business which
recorded net losses after taxation continuously during the past three years ended 31st March, 2001.
Therefore, we consider that as a result of such disposal, the Group would be relieved from any adverse
pressure or downside risks on its overall financial results performance. Furthermore, based on the
foregoing, we are of the view that notwithstanding the Company’s disposal of the remaining 51%
beneficial interest in TFHI, the Group continues to own its principal business operations of (i)
property investments; (ii) provision of financing services; and (iii) securities investments, all of which
had historically accounted for a significant part of the Group's financial results for the past three years
ended 31st March, 2001; on the other hand, the Group has added the intended new investment in (iv)
the entire issued share capital of Henan Xingbang Pharmacy Limited in the PRC, and the investment
in (v) an approximately 17:2% interest in a financial services group principally engaged in securities
brokerage and corporate finance services in Hong Kong which, on a proforma basis, would together
generale a reasonable contribution towards the Group’s turnover and financial results based on the
Company’s historic consolidated financial statements for the year ended 31st March, 2001. In relation
to our observation above, we consider that after the Company’s disposal of the remaining 51%
beneficial interest in TFHI under the Put Option, the Company would continue to comply with the
requirement of Rule 38 of Appendix 7 Part B of the Listing Rules by maintaining a sufficient level
of business operations for the purpose of warranting the continued listing of the Company on the Stock
Exchange.
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RECOMMENDATION —

il

In the course of our evaluation of the terms and conditions of the Put Option, we noted that the Group
had added new investments to its business portfolio which includes, among others, an approximately .
17.2% interest in a financial services group engaged in securities brokerage and corporate finance
services in Hong Kong which however contributed an attributable operating loss to the Group for the
nine months ended 31st December, 2000. As referred to in the sub-paragraph headed “Sufficiency of
the Group’s level of business operations after the completion of its disposal of the remaining 51%
"beneficial interest in TFHI under the Put Option™ above, we wish to draw the attention of the
Shareholders to the possibility of any downside risk to the interests of the Company and the
Shareholders in the event where any part of the proceeds of disposal to be derived by the Company
from the exercise of the Put Option may be allocated to fund the operations of the financial services
group. Nevertheless, we are unable to comment on the financial performance of such financial services
group in future years and/or the likelihood of the requirement by such financial services group for any
significant funding allocation from the proceeds of the disposal to be derived by the Company from
the exercise of the Put Option.

Save for the aforementioned, having considered the principal factors and reasons as referred to above,
we are of the overall view that the Company’s disposal of its remaining 51% beneficial interest in
TFHI through the exercise of the Put Option is in the interests of the Company and the Shareholders
as a whole, and that the exercise of the Put Option is fair and reasonable so far as the Sharehalders
are concerned. Therefore, we would advise the Independent Board Committee to recommend the
Shareholders (other than See Ying and/or its associates to the extent that it/they hold(s) any Shares)
to vote in favour of the resolution to be proposed at the EGM to consider and , if thought fit, approve
the exercise of the Put Option.

Yours faithfully,

For and on behalf of
Pacific Challenge Capital Limited
Christopher Wong
Director
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1. RESPONSIBILITY STATEMENT -—_

—

This circular includes particulars given in compliance with the Listing Rules for the purpose of giving
information with regard to the Group. The Directors collectively and individually accept full
responsibility for the accuracy of the information contained in this circular and confirm, having made
all reasonable enquiries, that to the best of their knowledge and belief, there are no other facts the

omission of which would make any statement contained in this circular misleading.
2. DIRECTORS’ INTERESTS

(i)  As at the Latest Practicable Date, the interests of the Directors and their associates in the equity
or debt securities of the Company or any of its associated corporations within the meaning of the
SDI Ordinance which are required to be notified to the Stock Exchange and the Company
pursuant to section 28 of the SDI Ordinance (including interests which they are deemed or taken
to have under section 31 of or Part [ of the Schedule to the SDI'Ordinance) or which are required,
pursuant to section 29 of the SDI Ordinance to be entered in the register referred to therein or
which are required to be notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies were as follows:

Director Type of Interest Number of Shares
Yau Shum Tek, Cindy (Note} Corporate 726,918,000
Note:

Multiple Wealth International Limited and Pacific Rim Invesiment Management Enterprises Limited hold 192,318,000
and 534,600,000 Shares respectively and are wholly-owned subsidiaries of Hastings Gold Limited, which in turn, is a
wholly-owned subsidiary of Mainland Talent. Ms. Yau Shum Tek, Cindy wholly owns and controls Red China Holdings
Limited and Red China Holdings Limited is entitled to exercise more than one-third of the voting power in Mainland
Talent. Ms. Yau is deemed to be interested in 726,918,000 Shares held by Multiple Wealth International Limited and

Pacific Rim Investment Management Enterprises Limited.

Save as djsclosed therein, none of the Directors has any interests in the equity or debt securities
of the Company or any of its associated corporations within the meaning of the SDI Ordinance
which are required to be notified to the Stock Exchange and the Company pursuant to section 28
of the SDI Ordinance (including interests which they are deemed or taken to have under section
31 of or Part I of the Schedule to the SDI Ordinance) or which are required, pursuant to section
29 of the SDI Ordinance to be entered in the register referred to therein or which are required
to be notified to the Company and the Stock Exchange pursuant to the Model Code for Securitics
Transactions by Directors of Listed Companies.
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(i) As atmihe Latest Practicable Date:

(a) none of the Directors nor Pacific Chaltenge had any direct or indirect interests in any assets
which have since 31st March, 2001 (being the date to which the latest published audited -
accounts of the Group were made up) been acquired or disposed of by or leased to any
members of the Group, or are proposed to be acquired or disposed of by or leased to any
members of the Group;

{b) none of the Directors was materially interested in any contracts or arrangements entered

into by any members of the Group subsisting at the date of this circular which is significant
in relation to the business of the Group; and

(c) none of the Directors had entered into, or was proposing to enter into, any service contracts
with any members of the Group which does not expire or is not determinable by the Group
within one year without payment of compensation other than statutory compensation.

(iii} Pacific Challenge does not have any shareholding in any member of the Group or the right
(whether legally enforceable or not) to subscribe for or to nominate persons to subscribe for
securities in any member of the Group.

3. SUBSTANTIAL SHAREHOLDERS

~ As at the Latest Practicable Date so far as is known to the Directors, the following persons were
directly or indirectly interested in 10% or more of the nominal value of any class of the issued share
.capital of the Company carrying rights to vote in all circumstances at general meetings of the
Compahy and the amount of each of such person’s interest in such securities was:

Number of ordinary

Name of shareholder Type of Interest shares beneficially held
Multiple Wealth International Limited (Note 1) Corporate 192,318,000
Pacific Rim Investment Management ‘ ’

Enterprises Limited (Note 1) Corporate 534,600,000
Hastings Gold Limited (Note 1) Corporate 726,918,000
Mainland Talent (Notes 1, 2 & 3) Corporate 726,918,000
Rymer Group Limited (Notes 1 & 2) Corporate - 726,918,000
Red China Holdings Limited (Notes 1 & 3) Corporate 726,918,000
Yau Shum Tek, Cindy (Notes | & 3) Corporate 726,918,000
Lo Ki Yan, Karen (Notes | & 2) Corporate 726,918,000
Note:

(1Y  Multiple Wealth International Limited and Pacific Rim Investment Management Enterprises Limited hold
192,318,000 and 534,600,000 Shares respectively and are wholly-owned subsidiaries of Hastings Gold Limited,
which in turn, is a wholly-owned subsidiary of Mainland Talent.
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(2) Ms:p_I:o Ki Yan, Karen wholly owns and controls Rymer Group Limited and Rymer Gro-ﬁ Limited is entitled to
exercise more than one-third of the voting power in Mainland Talent. Ms. Lo is deemed to be interested in
726,918,000 Shares held by Multiple Wealth International Limited and Pacific Rim Investment Management
Enterprises Limited.

(3)  Ms. Yao Shum Tek, Cindy wholly owns and controls Red China Holdings Limited and Red China Holdings Limited
is entitled to exercise more than one-third of the voting power in Mainland Talent. Ms. Yau is deemed to be
interested in 726,918,000 Shares held by Multiple Wealth Intcrnational Limited and Pacific Rim Investment
Management Enterprises Limited.

Save as disclosed above, there is no person known to the Directors who, as at the Latest Practicable
Date, was directly or indirectly interested in Shares representing 10% or more of the nominal value
of any class of share capital carrying rights to vote in all circumstances at general meetings of the
Company.

4. MATERIAL CHANGE

Save as disclosed herein, the Directors are not aware of any material adverse change in the financial
position or prospects or trading position of the Group since 31st March 2001, being the date to which
the latest published audited consolidated accounts of the Group were made up.

5. QUALIFICATION OF EXPERT

Pacific Challenge, an investment adviser registered under the Securities Ordinance (Chapter 333 of the
Laws of Hong Kong), has given its advice which is contained in this circular.

6. CONSENT
Pacific Challenge has given and has not withdrawn its consent to the issue of this circular with the
inclusion herein of its letter and references to its name in the form and context in which it respectively
appears.
7. DOCUMENTS AVAILABLE FOR INSPECTION
Copies of the following documents are available for inspection during normal business hours at the
principal place of business of the Company at Suite 2601-2603, 26/F., China Resources Building, 26
Harbour Road, Wanchai, Hong Kong up to and including 29th October, 2001:

{a) the Option Agreement;

{b) the notice served by the Company to See Ying on 17th September 2001;

(¢) the letter from Pacific Challenge, the text of which is set out on pages 8 to 18 in this
circular; and

(d) the written consent from Pacific Challenge referred to in paragraph 6 of this appendix.




NOTICE OF THE EXTRAORDINARY GENERAL MEETING

[

RRFERE RS G
HANSOM EASTERN (HOLDINGS) LIMITED

{Incorporated in the Cayman Islands with limited liabiliry)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of Hansom Eastern (Holdings)
Limited (the “Company”) will be held on Tuesday, 30th October, 2001 at Banquet Room 9, City
Garden Hotel, 9 City Garden Road, North Point, Hong Kong at 9:00 a.m. for the purpose of
considering and, if thought fit, passing the following resolution as ordinary resolution of the
Company:

ORDINARY RESOLUTION
“THAT

(a) the exercise of an option by the Company by way of a notice to See Ying Limited (“See
Ying”) pursuant to a share purcﬁase and option agreement dated 10th November, 2000
between the Company and See Ying whereby See Ying granted an option to the Company
to require See Ying to purchase 5,100 shares representing 51% of the issued share capital
of Tung Fong Hung Investment Limited (“Put Option”) in consideration of the sum of
HK3$45,900,000 be and is hereby approved, confirmed and ratified; and

(b} the directors of the Company be and are hereby authorised to do all things and acts and sign
all documents which they consider necessary, desirable or expedient in connection with the
exercise of the Put Option.”

By Order of the Board
Hansom Eastern (Holdings) Limited
Kwong Wai Tim, William
Managing Director

Hong Kong, 8th October, 2001

Principal place of business in Hong Kong:
Suite 2601-2603

26/F., China Resources Building

26 Harbour Road, Wanchai

Hong Kong
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Notes:

Any member of the Company entitled to attend and vote at a meeting of the Company is entitled
to appoint another person as his proxy to attend and vote instead of him. A proxy duly appointed
is entitled to vote on a show of hands at any general meeting. On a poll votes may be given either

personally or by proxy. A proxy need not be a member of the Company. A member may appoint,

more than one proxy to attend on the same occasion.

The instrument appointing a proxy and the power of attorney or other authority, if any, under
which it is signed or a notarially certified copy of that power or authority shall be deposited at
the Company’s share registrars, Secretaries Limited, at Sth Floor, Wing On Cenire, 111
Connaught Road Central, Hong Kong not less than forty-eight hours before the time for holding
the meeting or adjourned meeting or poll (as the case may be) at which the person named in such
instrument proposes to vote, and in default the instrument of proxy shall not be treated as valid.

Where there are joint registered holders of any share, any one of such persons may vote at any
meeting, either personally or by proxy, in respect of such share as if he were solely entitled
thereto; but if more than one of such joint holders be present at any meeting personally or by
proxy, that one of the said persons so present whose name stands first on the register in respect
of such share shall alone be entitled to vote in respect thereof.

The instrument appointing a proxy shall be in writing under the hand of the appointor or of his
attorney authorised in writing, or if the appointor is a corporation, either under seal or under the
hand of an officer or attorney duly authorised.

A form of proxy for use at the extraordinary general meeting is enclosed herewith.
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Hansom Eastern {Holdings) Limited
Interim Report . :

INTERIM FINANCIAL REPORT

The board of directors (the “Directors”) of Hansom Eastern {Holdings) Limited (the
“Company”) presents the unaudited condensed consclidated financial statements of the
Company and its subsidiaries (the “Group™) for thie six months ended 30th September,
2001 as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30th September, 200!

For the six months
ended 30th September,

2001 2000
HK$'000 HK$'000
Notes (Unaudited) (Unaudited)
Turnover o 160,264 136,742
" Cost of sales (98,919) (82,549)
. Gross profit - - 61,345 54193
Other income - 5 1,093 10,696
Distribution costs ‘ _ (51,955) (60,570)
Administrative expenses (21,010) (25,900)
 Other operating expenses 6 (11,250) 316
Loss from operations 7 (21,777) {21.265)
Finance costs 8 (2,013) (1,792)
Investment income 9 2,445 3.864
Share of results of jointly controlled entities - (144)
Loss before taxation (21,345) (19,337)
Taxation 10 (36) (20)
Loss before minority interests (21,381) (19,357)
Minority interests (6,347) 4
Net loss for the period (15,034) (19.361)
Loss per share 12

Basic and diluted HK$(0.01) HK$(0.03)




Hansom Eastern (Holdings) Limited

CONDENSED CONSOLIDATED BALANCE SHEET
At 30th September, 2001

30.9.2001
HK$'000
Notes  (Unaudited)

Non-current assets

Interim Report

31.3.2001
HK$'000
(Audited

and restated)

investment properties : 7,680 7.680
Property, plant and equipment i3 41,915 23,564
Interest in an associate 1,768 1.763
Investments in securities 50,000 -
Notes receivable 2,000 2,000
103,363 35,007
Current assets
Properties held for resale 40,000 49,600
Inventories 52,769 57,084
Trade and other receivables {4 48,172 36,005
Short-term loans ‘ 15 110,351 4014
Deposit made on investments 110,484 160,258
Notes receivable 53,000 53,000
Investments in securities 54,436 13,466
Taxation recoverable 149 149
Bank balances and cash 118,800 37.306
588,161 410,882
Current liabilities
Trade and other payables 16 51,010 43,580
Obligaticns under finance leases
— due within one year 7 31
Bank and other borrowings 17 74,535 36,765
125,552 80,376
Net current assets 462,609 330,506
Total assets less current liabilities 565,972 365,513
Non-current liabilities
Deferred taxation 102 102
Obligations under finance leases
— due after cne year 141 146
243 248
Minority interests 25,109 31,465
540,620 333,800
Capital and reserves
Share capital /8 31,161 86,559
Reserves 19 509,459 247,241
540,620 333,800
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CONDENSED CONSOLIDATED STATEMENT OF RECOGNISED GAINS AND LOSSES
For the six months ended 30th September, 2001

For the six months
e e ended 30th September,

2001 2000
HK$'000 HK$'000
(Unaudited) (Unaudited)

Exchange differences arising on translation

of overseas operations not recognised

in the consolidated income statement (10) 1,252
Net loss for the period (15,034) (19.361)
Total recognised losses {15,044) (18,109)

CONDENSED CONSOLIDATED CASH FLOW STATEMENT
For the six months ended 30th September, 2001

For the six months
ended 30th September,

2001 2000
HK$’000 HK$'000
(Unaudited) {Unaudited)
Net cash outfiow from operating activities (156,023) (88.786)
Net cash inflow from returns on investments
and servicing of finance 432 2,072
Taxation (paid) refunded (36) 750
Net cash (outflow) inflow from investing activities {(22,609) | 105,178
Net cash (outflow) inflow before financing - (178,236) 19,214
Net cash inflow (outflow) from financing 262,272 (70.663)
Increase (decrease) in cash and cash equivalents 84,036 (51.449)
Cash and cash equivalents at beginning of the period 13,541 127.567
Effect of foreign exchange rate changes 125 895
Cash and cash equivalents at end of the pericd 97,702 77,013
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30th September, 2001

Basis of preparation

The condensed financial statements have been prepared in accordance with Statement of
Standard Accounting Practice 25 “Iaterim financial reporting” issued by the Hong Kong
Society of Accountants ("HKSA") and with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Llstmg of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

Principal accounting policies

The condensed financial statements have been prepared under the historical cost convention,
as modified for the revaluaticn of investment properties and certain investments in securities.

The accounting policies adopted are consistent with those followed in the preparation of
the Group's annual financial statements for the year ended 31st March, 2001, except as
described below,

In the current period, the Group has adopted, for the first time, a number of new and
revised Statements of Standard Accounting Practice ("SSAP(s)") issued by the HKSA. The
SSAPs that have an impact on the condensed financial statements are:

SSAP 26 Segment reporting
SSAP 30 Business combinations
SSAP 31 Impairment of assets

In the current period, the Group has changed the basis of identification of reportable
segments to that required by SSAP 26. Segment disclosures for the six months ended 30th
September, 2000 have been amended so that they are presented on a consistent basis.

The new SSAP 30 prescribes the treatment of goodwill and negative goodwill on acquisition
of a subsidiary, an associate or a jointly controiled entity. Pursuant to the transitional
provisions set out in SSAP 30, the Group has elected not to restate goodwill or negative
goodwill previously eliminated against or credited to reserves, respectively. Therefore,
goodwill arising on acquisitions prior to Ist April, 2001 continues 1o be held in reserves
and will be charged to the income statement at the time of disposal of the relevant
subsidiary, associate or jointly controlled entity, or &t such time as impairment losses are
identified. Negative goodwill arising on acquisitions prior to st April, 2001 continues to be
heid in reserves and will be credited to the income statement at the time of disposal cof the
relevant subsidiary, associate or jointly controlled entity.

Goodwill arising on acquisitions zafter st April, 2001 is capitalised and amortised over its
estimated useful life. Negative goodwill arising on acquisitions after st April, 2001 is
presented as a deduction from essets and will be released to the income statement based
on an analysis of the circumstances from which the balance resulted.
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3. Prior period adjustment

During the pericd, the Group had reviewed the carrying amount of goodwill that had
previously been eliminated to reserves. In accordance with Interpretation 13 "Goodwill ~
continuing requirements for goodwill and negative goodwill previously eliminated against/
credited to reserves”, the Group has restated: its-previously reported net loss for the six
months ended 3ist March, 200t and accumulated losses as at 31st March, 200! by
HK$48,674,000 for the impairment of goodwill arising from the acquisition of an associate
during the six months ended 31st March, 2001.

4. Business and geographical segment information

For management purpcses, the Group is currently organised into four main cperating
segments, manufacture and sale of Western and Chinese pharmaceutical and health products
and foaodstuffs, provision of finance, trading and investment in securities and property
tetting,

Segmental information for the six months ended 30th September, 2001 and 2000 about
these businesses is presented below:

Business segments

For the six months ended 30th September, 2001
Manufacture and
sale of Western

and Chinese
pharmaceutical
and health  Provision Trading and
products of investment  Property
and foodstuffs finance in securities letting Others Eliminations Consofidated

HK§'000  HK§'000  HK$'000  HK§'000  HK$'000  HK$'000  HKS'000

Segment Revenue

Exzernal revenue 129,321 1,530 18,856 957 9,600 - 160,284
Segment Results (16,042) 47 4l 401 (225) - (13,958)
Unallocated corporate expenses (8,168)
Unaliocated ather income 1
Loss from operatians . {1,17)

For the six months ended 30th September, 2000
Manufacture and
sale of Western

and Chinese
pharmaceutical
and health  Provision Teading and
products of investment  Property
and foodstuffs finance in securities letting Others Eliminations Consolidated

HK$000 HK$000 HK$ 000 HK$ 030 HK$'000 HK$ 000 HKS 300

Segment Revenue

Extemal revenue n 4035 1621 | 455 1460 - 136,742
Segment Results QL6 B4 198 315 (6.486) - U
Unafiocated cororate expenses ‘ (8.502)
Unallocated ather income 14917
Loss from operztions {21,265)
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Geographical segments

For the six months ended 30th September, 2001
Other
regions in
The People'’s
Republic of
Hong Kong China Canada Others Eliminations Consolidated
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 . . HK$'000

Segment Revenue

External revenus 129,662 17,143 8,744 4715 - 160,264
Inter-segment revenue 2,118 - - - {2,118) -
Total revenue 131,780 17,143 8,744 4,715 {1,118) 160,264
Segment Results i1,067) _ (1,399) (317) {1,175) - {13,958)
Unallocated corporate expenses {8,166)
Unallocated cther income 347
Loss from operations (21,777)
For the six months ended 30th September, 2000
Other
regions in
The People's
Republic of
Hong Kong China Canada Others Eliminations Consolidated

HK$'000 HK$'000 HK$'0C0 HK$'000 HK$'000 HK$'000

Segment Revenue

External revenus 105,160 17753 8333 4,895 - 136,742
Inter-segment revenue 6336 ~ - - {6.336) -
Total revenug 111,49 17,753 8933 4,896 (6,336) 136,742
Segment Results {26.283) (1,182) 613 (821 - (27,680}
Unallocated corporate expenses (8,507}
Unallocated other income (4317
Loss from operations (21,263)
6
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5. Other income

Other income comprises:

Unrealised gain on investments in securities

Gain on transfer of certain property interests to
a jointly controlled entity

Others

6. Other operating expenses

Other operating expenses comprise:

Cost for closure of retail outlets

Loss on assignment of a loan

Write back of provision for {oan debtors

Write back of provision for amount due from an associate

Write back of provision for guarantees given in
connection with a disposed subsidiary

Impairment loss recognised in respect of
investments in securities

Provision for bad and doubtful debts

Others

Hansom Eastern (Holdings) Limited

For the six months
ended 30th September,

2001 2000
HK$000 HK$'000
746 -

~- 10,696

347 -
1,093 10,696

For the six months
ended 30th September,

2001 2000
HK$’000 HK$'000
(5,590) -
4,711) -
- 16,000

- 2,162

- 2,059
- (19,729)
- (176)

(949) -
(11,250) 316
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7. Loss from operations

Loss from operations has been arrived zat after charging:

Depreciation and amortisation
Loss on disposal of property held for resale

8. Finance costs

Finance costs comprise:

Interest on:
Bank and other borrowings wholly repayable
within five years

3ank and other borrowings not wholly repayable

within five years
Obligations under finance leases
Convertible notes

Total borrowing costs

Less: Amount capitalised in respect of properties

under developmert

Interim Report

For the six months
ended 30th September,

2001 2000
HK$’000 HK$'000
3,822 4728
114 -

For the six months
ended 30th September,

2001 2000
HK$’000 HK$'000
1,861 656
139 461

13 13

- 1,299

2,013 2,429

- (637)

2,013 1,792
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Investment income

For the six months
ended 30th September,

i 2001 2000
HK$’000 HK$'000

Interest income from:
Banks 395 3,020
Convertible notes receivable 2,043 -
Notes receivable - 844
Others 7 -
2,445 3,864

Taxation

For the six months
ended 30th September,

2001 2000
HK$’000 HK$'000
The charge comprises:
Taxation of the Company and its subsidiaries
Hong Kong Prefits Tax
— Current period - -
- Underprovisicn in prior period - 20
Overseas taxation 36 -

36 20

No provision for Hong Kong Profits Tax has been made in the financial statements as the
Group head no assessable profit for both periods.

Overseas taxation is calculated at the rates prevailing in the respective jurisdictions.
Dividend

No cividend was paid during both periods.

Loss per share

The calculation of the loss per share is based on the net loss for the perioc of HK$15,034,000
{six months ended 30th September, 2000: HK$19,361,000) and on the weighted average
number of 1,229,383,779 (six months ended 30th September, 2000: 75C,280,244) ordinary

shares in issue adjusted for the effect of the Company's rights issue as described in note
18{c).

The computation of diluted loss per share has not assumed the exercise and conversion of
the share options and warrants as their exercise and conversion weould result in a decrease
in the loss. per share for both periods.
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Addition to property, plant and equipment

During the period, the Group spent HK$22,916,00C (six months ended 30th September,
2000: HK$7,947,000) on the acquisition of property, plant and equipment.

. Trade and other receivables

The Group allows an average credit period of 60 days to its trade customers,

Included in trade and other receivables of the Group are trade receivables with the
following aged analysis:

30.9.200! 31.3.2001
HK$'000 HK3$'000

Trade receivables:
0-30 days ’ 17,951 12537
31-60 days 718 1.002
61-90 days I8 303
More than 90 days 408 12
19,195 13,854
Other receivables . 28,977 22,151
48,172 36,005

Short-term loans

The Group negotiates credit period to loan borrower according to credit of individual
borrower.

The short-term loans are unsecured, bear interest at prevailing market rate and are due for
repayment within one year.

Trade and other payables

included in trade and other payables of the Group are trade payables with the following
zged analysis:

30.9.2001 31.3.2001
HK$’000 HK$'000

Trade payables:
0-30 days 17,943 4564
31-60 days 1,754 6,64
61-90 days 533 3,162
More than 90 days 928 2,270
21,158 17,037
Other payables 29,852 26,543
51,010 43,580
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17.

Bank and other borrowings

The bank and other borrowings comprise:

Trust receipts and import loans
Short-term bank oans

Other loan

Bank overdrafts

All bank and cther borrowings are due within one year or on demand.

Share capital

Authorised:
Balance at 3lst Marck, 2001, ordirary shares
of HK$0.10 each
Capital reduction and sub-division

Balance at 30th September, 2001,
ordinary shares of HK$0.0) each

Issued and fully paid:
Balance at 31st March, 200!, ordinary shares
cf HK$0.10 each
Capital reduction
Issue of new shares
Rights issue

Balance at 30th September, 2001,
ordinary shares of HK$0.01 each

30.9.2001 31.3.2001]
HK$'000 HK$'000

16,011 10,205

- 8,536

53,437 13,000

5,087 5,024

74,535 36,765

Number

of shares Amount
HK$'000

20,000,000,000 2,000,000
1 80,000,000,000 -
200,000,000,000 2,000,000
865,590,015 86.559
- (77.903)

173,118,00C 1,731
2,077.416,030 20,774
3,116,124,045 31,161
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During the six months ended 30th September, 2001, the following changes in the share
capital of the Company took place:

(2)

(b)

(©

Pursuant to a special resolution at an extraordinary general meeting of the Company
held on 27th February. 2001, the shareholders approved the following:

i. The issued share capital of the Company was reduced from an amount of
HK$86,552,000 to HK$8,656,000 by cancelling paid up capital of the Company
to the extent of HK$0.09 on each of the ordinary shares in issue so that each
1ssued ordinary share of HK$0.10 in the capital of the Company shall be treated
as one fully paid up ordinary share of HK$0.01 in the capital of the Company
{the "Capital Reduction”);

.  The Company applied the credit arising from the Capital Reduction to a
distributable reserve of the Company; and

ii.  Every ordinary share of HK$0.10 in the unissued share capital of the Company
were sub-divided into ordinary shares of HK$0.01 each of the Company.

The issued and unissued ordinary shares resulting from the above changes rank pari
passu in gl respects in accordance with the clauses of the Company's Articles of
Association.

On 17th April 2001, the Grand Court of the Cayman Islands confirmed the above
alteration of the issued capitai of the Company and the changes of the issued capital
of the Company were completed and registered by the Cayman lslands’ Registrar of
Companies on |9th April, 2001.

Pursuant to a placing agreement entered into on 28th May, 2001, the Company
issued 173,118,000 ordinary shares of HK$0.0| each at a price of HK$0.12 per share.
The price of HK$0.12 per share represents a discount cf approximately 20% to the
closing price of the Company's shares on 28th May, 2001 as quoted on the Stock
Exchange. The net proceeds of the placement of HK$20,000,0C0 was used for additional
working capital of the Group.

These new ordinary shares were issued under the general mandate granted to the
Directors at the Company’s extraordinary general meeting on 27th February, 2001,

These new ordinary shares issued rank pari passu with the then existing ordinary
shares of the Company in all respects.

On 24th August, 2001, the shareholders of the Company approved to issue, by way
of rights issue (the "Rights Issue”), of 2,077,416,030 rights shares (the "Rights Shares”)
to the holders of the then existing ordinary shares of HK$0.01 each in the Company
at a price of HK$0.10 for one Rights Share whose name appeared on the register of
members of the Company on the same date or the basis of two Rights Shares for
every one then existing ordinary share of the Company. The net proceeds of the
Rights Issue of approximately HK$201,000,000 would be used towards future

investment opportunities of the Company.

These new ordinary shares issued rank pari passu with the then existing ordinary
shares of the Company in all respects.

12
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19. Reserves

Share Translation
premium  reserve
HEPO00  HKST00

At Ist Apri, 2000 0 )
Fremium ansing on issue
of shares 6,783 -

Bxpenses incurred in

connection with the

issue of shares (520) -
Shares repurchase¢

and Gncelled:

Premium on shares

repurchased (365) -

Transfer {1714 -
Goodwill reserve realised

upon the parial disposet of

3 subsidiary to minority

shareholdzrs - -
Googwll arising on acquisition

of 2n assocate - -
Impairment loss of goodl

arising from the acquiition of

an assoizte (note () below; - -
Exchange differences arising

on translation of oversezs

gperations
Net loss for the year, restated

{see nates 2 and 3) - -

)

==
)
o

Hansom Eastern (Holdings) Limited

Capital
Goodwil! redemption

reserve reserve

HKF00D  HKS000

Warrant Distributable

Accum-
ulated
losses

HK$ 000

(340.240)

(84147

Total
HKE 00

3208%

8783

£20)

6569)

1770

(48474

48,474

132

(34149

AL 3tst March, 2001 88,09 {359
Premium arising on issue

of shares 206010 -
Expenses incurred in

connection with the issue

of shares {6551 -
Capital Reduction (nate 13 (&) - -
Transfer {note (b) below) - -
Exchange diffarences ansing

on translzzion of oversess

cperations - {10
Net foss for the period

[44.38)

{15034

U741

206010

(6651)
7903

At 30th September, 2004 181457 (369)

(412,467)

2461 3

- 174
1770 -
(4857 -
45474 -
453 85
41 485

I3
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Notes:

(a) The amount represenied a prior period adjustment in respect of the impairment loss
of goodwill arising from the accuisition of an associate during the six months ended
31st March, 2001 (see notes 2 and 3). . . ... ’

(b) The rights attached to the warrants of the Company to subscribe for ordinary shares
of the Company expired on 3rd May, 2001 and the balance of the warrant reserve
has been transferred to accumulated losses accordingly.

Commitments
30.9.2001 31.3.2001
HK$’000 HK$'000
Capital expenditure contracted for but not provided in
the financial statements in respect of acquisiticn of
property, plant and equipment - 24,351

At 30th September, 2001, the Group had an outstanding commitment of HK$49,515,000
(at 31st March, 2001: HK$49,515,000) in respect of the acquisition of a subsidiary in The
People’s Republic of China.

Contingent liabilities

At 30th September, 200! and 3(st March, 2001, the Group is a party to various legal
claims and counterclaims in its ordinary course of business. In the opinion of the Directors.
ultimate resclution of these claims, counterclaims and tnreatened litigations would not have
a material effect on the financial position of the Group.

Pledge of assets

As mentioned in the Company’s circular dated 26th July, 200!, the Group entered into a
loan agreement (the "Loan Agreement”) with a third party (the “Lender") pursuant to
which the Lender agreed to grant a revolving loan facility of HK$30 mitlion to the Group
and the Group transferred the title of the Group's properties held for resale with a carrying
amount of HK$40 million to a nominee of the Lender as securities for the obligations of
the Group under the Loan Agreement. All the proceeds received from the properties
belong to the Group. Upon repayment in full by the Group of ali sum due under the Loan
Agreement, the Lender shall procure the transfer of the properties back to the Group.
There was no drawn down of the loan at 30th September, 2001.

Post balance sheet event

On 17th September, 200!, the Company had served a notice of exercise of an option
granted by See Ying Limited, a company previously beneficially owned 49% of Tung Fong
Hung Investment Limited ("TFHI", a former subsidiary of the Company), to the Company
to require See Ying Limited to purchase the remaining 51% equity interest in TFH! for a
consideration of HK$45,900,000. The transaction was approved by the shareholders of the
Company on 30th October, 2001 and completed on 2nd November, 2001,

14
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INDEPENDENT REVIEW REPORT

B2 - RS TS B 8T Deloitte

Certified Public Accountants SEORFEED1118H R TOUChe

26/F, Wi C X

11 Co::mgat?gnht ;gtal’i Central AP TOhmatsu
Heng Kong

TO THE BOARD OF DIRECTORS OF HANSOM EASTERN (HOLD!NGS) LIMITED
Introduction

We have been instructed by the Company to review the interim financial report set out on
pages | to 14

Directors’ responsibilities

The Rules Governing the Listing of Securities on The Stock Exchange cf Hong Kong Limited
require the preparaticn of an interim financial report to be in compliance with Statement of
Standard Accounting Practice 25 “Interim financial reporting” issued by the Hong Kong
Society of Accountants and the refevant provisions thereof. The interim financial report is
the responsibility of, and has been approved by, the Directors.

Review work performed

We conducted our review in accordance with Statement of Auditing Standards 700
“Engagements to review interim financial reports” issued by the Hong Kong Society of
Accountants. A review consists principally of making enquiries cf management and applying
analytical procedures to the interim financial report and, based thereon, assessing whether
the accounting policies and preseniation have been consistently applied unless otherwise
disclosed. A review excludes audit procedures such as tests of controls and verification of
assets, liabilities and transactions. It is substantially less in scope than an audit and therefore
provides a lower level of assurance than an audit. Accordingly we do not express an audit
opinion on the interim financial report.

Review conclusion
On the basis of our review which does not constitute an audit, we are not aware of any

material modifications that should be made to the interim financial report for the six
months ended 30th September, 2001,

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 8th December, 20C|
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INTERIM DIVIDEND

The Directors have resclved not to declare an interim dividend for the six months ended
30th September, 2001 (2000: nil). '

INTERIM RESULTS

For the six months ended 30th September, 2001, net loss of the Greup was HK$15 million
which compared favorably to the net loss of HK$19.4 million recorded in the prior period.
Loss per share was reduced down to HK] cent, representing a decrease of about 67% as
against the corresponding prior pericd amount. The improvement in results was largely due
to the Group's reduced interest in Tung Fong Hung Investment Limited (“TFH!"), a loss-
making subsidiary which was 100% owned by the Group in the prior period.

BUSINESS REVIEW AND PROSPECTS

For the period under review, the Group's operations in pharmaceutical and health products
. and foodstuffs, conducted through TFH! incurred an overall loss of HK$16 million (before
minority interests). In view of the fact that such businesses had been loss-making for many
years, in September 2001, the Company announced its proposal to dispose the remaining
51% interest in TFHI for a consideration of HK$45.9 million pursuant to a put option
arrangement previously entered. The proposed transaction was azpproved by the Company’s
shareholders in October 2001 and compieted in November 2001, The Directors consider
that the disposal of the remaining interest in TFH! is in the best interest of the Company
and would help to alleviate the adverse pressure on the Group's future financial performance.

The Group's business segments of financing, securities and property all recorded profitable
results during the review period. In view of these encouraging results, additional financial
resources had been allocated to the financing and securities operations which led to the
increases in the Group's short-term loans and current investments in securities to HK$(10.4
million and HK$54.4 million respectively by the end of September 2001. The financing and
securities operations have together become a mare significant part of the Group's businesses.

Looking ahead, the Group will continue with its policy of enhancing profitability of the
existing operations and its business expansion programme into Mainland China. Sharing the
general consensus that new business opportunities will emerge both in Mainland and Hong
Kong following China’s entry into the WTQO, the Group will stay focus on these economies,
and will undertake new investments when attractive opportunities arise.
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FINANCIAL REVIEW

Liquidity and Financial Resources

At 30th September, 2001, the Group was in a net cash position of HK$97.7 million
comprising cash in bank of HK$118.8 million and short-term bank borrowings of HK$21.|
million. The bank borrowings were mainly used by TFH! as trade finance and were unsecured,
denominated in Hong Kong dollars and bore floating commercial interest rate. TFHI also
had other borrowing of HK$53.4 million which was a loan advanced by its other shareholder.

The Group's properties held for resale with carrying value of HK$40 million were pledged
as securities for a loan facility of HK$30 million as mentioned in the Company's circular
dated 26th July, 2001. The loan facility was unutilized as at 30th September, 2001.

Foreign Currency Management

The Group's Mainland operations do not constitute a significant part of the Group's business
at present and material exchange rate risk is not expected. The Group will deploy appropriate
measures to meet circumstantial changes.

Commitments

The Group has an outstanding commitment of HK$49.5 million in relation to the acguisition
of Henan Xingbang Pharmacy Limited in Mainland, the commitment will be met predominantly
by the Group's internal financial resources.

Shareholders’ Funds

The Group successfully raised over HK$22| million following a share placement in May
2001 and the completion of a rights issue in September 2001. The capital base of the
Group has been substantially strengthened as a result and stood at HK$540.6 million as at
30th September, 2001. That equates to a net asset value per share of approximately HK!7
cents.

EMPLOYEES AND REMUNERATION POLICIES

The Group has about 30 employees, including directors, following the completion of the
disposal of the remaining interest in TFHI. The Group remunerates its employees based on
their work performance and with reference to general market conditions.
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DIRECTORS’ INTERESTS IN SHARES

As at 30th September, 2001, the interests of the directors of the Company and their
associates in the securities of the Company and its associated corporations, within the
meaning of the Securities (Disclosure of interestsy Ordinance ("SDI Ordinance”). as recorded
in the register maintained by the Company pursuant to section 29 of the SDI Ordinance or
as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies in the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”) were as follows :

Number of
Name of director Nature of interests ordinary shares held

Yau Shum Tek, Cindy Corporate 726,918,000 (Note below)

Note: As at 30th September, 2001, Multiple Wealth International Limited and Pacific Rim {nvestment
Management Enterprises Limited held 192,318,000 and 534,600,000 ordinary shares of the
Company respectively and are wholly-owned subsidiaries of Hastings Gold Limited, which in
turn, is a wholly-owned subsidiary of Mainland Talent Developments Limited. Ms. Yau Shum Tek,
Cindy wholly owns and controls Red China Holdings Limited and Red China Holdings Limited is
entitled to exercise more than one-third of the voting power in Mainland Talent Developments
Limited. Ms. Yau Shum Tek, Cindy is deemed to be interested in 726,918,000 ordinary shares of
the Company held by Multiple Wealth Internationa! Limited and Pacific Rim Investment
Management Enterprises Limited.

Save as disclosed above, as at 30th September, 20CI, none of the directors or their
associates had any interests in the securities of the Company or any of its associated
corporations within the meaning of the SD! Ordinance.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

At no time during the six months ended 30th September, 2001 was the Company or any of
its subsidiaries a party to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or debt securities (including
debentures) of, the Company or any other body corporate, and none of the directors, or
their spouses or children under the age of eighteen, had any right to subscribe for the
securities of the Company, or had exercised any such rights during the period.
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SUBSTANTIAL SHAREHOLDERS

As at 30th September, 2001, the register of substantial shareholders maintained by the
Company pursuant to secticn 16(1) of the SDI Ordinance disciosed the following entities
as having an interest of 10% or more of the issyed share capital of the Company:

Nature Number of ordinary shares held
Name of shareholder of interests Direct Interest Deemed interest ~ Notes
Multiple Wealth International Corporate 192,318,000 - !
Limited
Pacific Rim investment Corporate 534,600,000 -
Management Enzerprises Limited
Hastings Gold Limited Corporate - 726,918,000 |
Mainland Talent Developments Corporate - 726918000 1,2 and 3
Limited
Rymer Group Limited Corporate - 726918000 land2
Red China Holdings Limited Corporate - 726918000  1and3
Lo Ki Yan, Karen Corporate - 726918000  land?
Yau Shum Tek, Cindy Corperate - 726918000  land3

Notes :

As at 30th September, 2001, Multiple Wealth International Limited and Pacific Rim Investment
Management Enterprises Limited held 192,218,000 and 534,600,000 ordinary shares of the
Company respectively and are wholly-owned subsidiaries of Hastings Gold Limited, which in turn,
is a wholly-owned subsidiary of Mainland Talent Developments Limited.

Ms. Lo Ki Yan, Karen wholly owns and controls Rymer Group Limited and Rymer Group Limited
is entitled to exercise more than one-third of the voting power in Mainland Talent Devefopments
Limited. Ms. Lo Ki Yan, Karen is deemed to be interested in 726,918,000 ordinary shares of the
Company held by Multiple Weaith International Limited and Pacific Rim Investment Management
Enterprises Limited.

Ms. Yau Shum Tek, Cindy wholly owns and controls Red China Holdings Limited and Red China
Holdings Limited is entitled to exercise more than one-third of the voting power in Mainland
Talent Developments Limited. Ms, Yau Shum Tek, Cindy is deemed to be interested in 726,918,000
ordinary shares of the Company held by Multiple Wealth International Limited and Pacific Rim
Investment Management Enterprises Limited. .

Save as disclosed above, the Company has not been notified of any other interests
representing 10% or more of the issued share capital of the Company as at 30th September,

2001.




Hansom Eastern (Holdings) Limited
Interim Report

PURCHASE, SALE AND REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the period, neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities.

AUDIT COMMITTEE

The audit committee has reviewed with the management the accounting policies and
practices adopted by the Group, and discussed internal controls and financial reporting
matters including a review of the unaudited interim financial report for the six months
ended 30th September, 2001. In carrying out the review the audit commitiee has relied on
the review of the Group's external auditors as well as obtaining explanations from the
management.

CORPORATE GOVERNANCE

None of the Directors is aware of any information that would reasonably indicate that the
Company is not, or was not, during the six months ended 30th September, 2001 in
compliance with the Code of Best Practice, as set out in Appendix 14 of the Listing Rules.

By Order of the Board
Hansom Eastern (Holdings) Limited
Kwong Wai Tim, William
Managing Director

Hong Kong, 18th December, 2001
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B40 o ' Hong Kong iMail
- Tuesday, September 18, 2001

The Stock Bxchange of Hong Kong Limited takes no responsibility for e’ of this reaker n tlon a8 to fn accuracy or complateness and
expressly dizclaims any liability whatsoaver jor ary ivsr hewsoever arising from or ix rellaxce xpor the whoie or Au) pan of the contenty of this anmouncemums,

BRERFBBRARLE
HANSOM EASTERN (HOLDINGS) LIMITED

(the “Company™)
{Incorporated in the Cayman lslands with limited liability}

Connected Transaction

SUMMARY

On 17th September, 2001, the Company served a notice of exercise of the Put Option on See Ying pursuant to the Option

Agreement requiring See Ying to purchase the 5,100 shares, representing 51% of the issued share capital of TFHI at the Option
ice.

See Ying is a substantial shareholder of TFHI, a subsidiary of the Company. Therefors, the exercise of the Put Option constitutes

a connected transaction for the Company nader Chapter !4 of the Listing Rules, .

- Reference is made to the announcement of the Company dated 10th November, 2000 in relation to, inter alia, the Option Agreement,

EXERCISE OF PUT OPTION

Dae: 17th September, 2001
Parties: (1) See Ying Limited {"See Ying™), grantor of the Put Option; and
(2) the Company, grantee of the Put Option.
Terms: Pursuant to aa option agreement (“Option Agreement”) dated 10th November, 2000 made between the Company and

See Ying, See Ying granted an option ("Put Option™) to the Company to require See Ying to purchase 5,100 sharea
representing 51% of the issued share capital of Tung Fong Hong Investment Limited (“TFHI™) within a penod of 2
years from the date of the Option Agreement.

Copsideration: HK$45,900,000 payabie in cash (“Option Price™).
The Option Price was negotiated on an arm’s length basis at the time of entering into of the Option Agreement.

Condition: The exercise of the Put Option is conditionai upon approval by shareholders of the Company at ap extraordinary
general meeting (“EGM™).

Completion: Completion of the exercise of the Put Option will take place on the 3rd business day after the satisfaction of the
Condition.

REASONS

The exorcise of the Put Option allows the Company to realisa its remaining interese in TFHI, which is & loss making group principaily
engaged in the business of Chinese medicine, health products, foodstuff, pharmaceutical products and internet business.

The proceeds from the realisation will be nsed for gsneral working capital purpose, The Company does not currem]y bave any specific
plans for.the use of the proceeds. B

GENERAL _ ) .
The consolidated net tangible assets value of TFHI was approximately HK$63.9 million as shown in its management accounts for the
year ended 31st March, 2001.

The proforma combined audited net loss before and after taxation and extraordinary items of TFHI for the year ended 21st March,
1999 was approximately KK$19 million and HK$18.9 million respectively,

The proforma corsbined audited vet loss before and after taxation and extraordinary items of TFHI for the year ended 313t March,
2000 was approximately HK$49.8 million and HK$37 million respectively.

See Ying at present bolds 4,900 shares representing 49% of the issued share capital of TFHI.

TFHI is tbe intermediate boldi pany of the Campany's subsidiaries principally engaged in the business of Chinese medicine,

health products, foodstuff, phar ical products and internet business.
See Ying is a snbsmnunl shareholder of TFHI, a subsidiary of the Company Therefore, the exercise of the Put Option constitutes a
connected tra tion for the C y under ch pter 14 of the Rules Governing the Listing of Securities on the Stock Exchange of
Hong Kang Limited (the “Listing Rutes”) A cxrcular containing details of the Put :ﬁmm together with a gotice convesning the EGM
to approve the exercise of the Put Cption will be d pateh d to the shareholders of pany as soon as practicable. In the event
that See Ying and/or any of its associates (as defined in the Listing Rules) bas any interests in the Company, See Ying and/or any of
ity associates shall abstain from voting at the EGM.
An independent financial adviser will be appointed by the Company to advise a3 to whether the exercise of the Put Option is fair and
reascnable so far as the sharebolders of the Company are concerned.
At present, the Company and its subsidiaries are pnncwally engnged in the retailing and wholesaling of Chinese medicine, bealth
products and foodstuff, manufacture and sale of phar xsecurities investment, property mvuunent. provision of
flnance and investment bolding.

By Order of the Board

Hansom Egstern (Holdings) Limited
Lai Ming Waf
Exzecutive Director

Hong Keng, 17th September, 2001
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BEREFBRARL G

HANSOM EASTERN (HOLDINGS) LIMITED

(Incorporated in the Cayman Islands with limited liabiliry)

RESULTS OF THE RIGHTS ISSUE OF 2,077,416,030 RIGHTS SHARES
OF HK$0.01 EACH AT HK$0.10 PER RIGHTS SHARE '
ON THE BASIS OF. TWO RIGHTS SHARES FOR
EVERY EXISTING SHARE HELD
PAYABLE IN FULL ON ACCEPTANCE

Financial Adviser to the Company

O

~Adssaahen
TRUBRHARLE
CU CORPORATE FINANCE LIMITED

Underwriters
RS RA S EBRAERZ2E]
CHUNG NAM SECURITIES LIMITED GET NICE INVESTMENT LTD.

( The. Directars are pleased to annoance that as at 4:00 p.m. {Hong Kong time) on Friday, 7th September, 2001 (being the latest time

for acceptance of, and _‘Ipaymnnt for the Rigbrs Shares), 75 valid acceptances and 23 valid excess applications have been received for
a total of 2,239,606,647 Rights Shares, comprising (a) acceptance of provisional allognents of 647,535,692 Rights Shares (representing
approximately 31.17% of the totsi nomber of Rights Shares provisionally allotted), and (b) excess applications for 1,592,070,955
Rights Shares (representiog approximately 76.64% of the total aumber of Rights Shares provisionally allotted). Accordingly, the Rights
lssue was approximately 107.31% oversubscribed. . '

The Rights Issue became unconditionat at 4:00 p.m. (Hong Kong time) on Tuesday, 1th Septamber, 2001.

Mainland Talent. bas procured its wholly-owned subsidiaries to gccept 484,612,000 Rights Sbaces uader the provisional allotments and
did not apply for any excess Rights Shares. . .

It is expected that the refund cheque in respect of the partially unsuccessful application for excess Rights Shares, without interest, and
certificates for the fully-psid Rights Shares will be despatched by ordinary post to those entitled thereto at their own risk on Thursday,
13th September, 2001, Dealings in the fully-paid Rights Shares are d to

Further to the of the Company dated 17th July, 2001
and the prospectus dated 24th Aungust, 2001 (“Prospectus”), the
Directors are pleased to announce the resuits of the Rights Issue.
Terms used in this announcement shall have the same meanings as
those ger out in the Prospectus unless otherwise defined herein,

RESULTS OF THE RIGHTS ISSUR

As 3t 4:00 p.m. (Hong Kong time) on Friday, 7th September, 2001
(being the latest time for acceptance of, and payment for the Rights
Shares), 75 valid acceptances and 23 valid excess applications have
been received for a total of 2,239,606,647 Rights Shares,
comprising (1) of pruvizional all 3 of 647,535,692
Rights Shares (representing approximately 31,17% of the total
pumber of Rigbts Shares provisionally allorted), and (b) excess
applications ' for 1,592,070,955 Rights Shares (representing

" approximately 76.64% of the total number of Rights Shares

provisionally allotted). Accordingly, fasue

the Rights
approximstely 107.81% oversubscribed,

was

Mainlagd Taleat has procured its wholly-owned subsidizries to
accept and pay far 484,612,000 Rights Shares under the provistonel
aliotments and did not apply for any cxcess Rights Shares, The
aggregate number of Rights Shares accepted and paid for by the
wholly-owned subsidiaries of Mainjand Talent represeats
approximately - 23.33% of the totzl Rights Shares, which also
represents the number. of Shares that Mainland Talent had
irrevocably undertaken to the Company and the Underwriters to take
up under the Rights Issue. Accordingly, Mainland Talent will be
interested in 726,918,000 Shares upon completion of the Rights
Issae, representing approximately 23.33% of the issned share capital
of the Company as enlarged by the Rights Issue which is the same
Iu its shareholdiog percentage in the Company before the Rights
53me.

The Directors announce that all the conditions sct out in the
Unde::wnn’ng Agreement have beee fully satisfied and accordingly,
the Rights Issue became unconditional at 4:00 p.m, (Hong Kong
time) on Tussday, 11th September, 2001.

BASIS OF ALLOTMENT FOR EXCESS RIGHTS SHARRS
The Directors have resclved to allot 1,429,880,338 Rights Shares to

the applicants for excess Rights Shares on the following basis which
the Directors consider to be fair and cquitable.

on Manday, 17th September, 2001.

Approximate

percentage

Number of allocation
excess Rights of excess
Shares Number of valid Rights Shares
appilied for application applied for
1 to 201,600 22 100%
Above 201,600 1 (Note} 89.81%

Note: This spplication is from HKSCC Nominees Limited which acis on
behalf “of CCASS Partici Th iders HKSCC

L] L 4
Nowinces Litited s 2 single shareholder for the aliotment of exeess
Rights Shares,

The Directors confirm that not less than 25% of the issued share
capital of the Company will be heid by the public following the
completion of the Rights Issue,

REFUND CHEQUE, CERTIFICATES AND DEALINGS

it is expected that the refund cheque in respect of the partially -
nasuccessful application for excess Rights Shares, without interest,

‘and certificates for the fully-paid Rights Shares will be despatched

by ordinary post to those entitled thereto at their own risk on

Thursday, 13th September, 2001, Dealings in the fully-paid Rights

gggm are expected ‘to on Maanday, 17th Septembd
1.

ADJUSTMENTS IN RELATION TO SHARE OPTIONS

The Directors are consulting the Company’s auditors as to whether
or not the allotment and issue of the Rights Shares has triggered
adjustments to the existing exercise prices and the number of the
Options. The adjustments to the exercise prices and the number of
the Options, if any, will be made by the Directors on such basis in
accordance with the. terms and conditions of the Share Option
Scheme. Further announcement will be made on the required
adjustments to the Options, if any, as soon as practicable.
By Otder of the Board
Hansom Eastern (HoldIngs) Limited
Kwong Wai Tlm, Willlam
Managing Director
Hong Kong, 11th September, 2001
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